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IS WATER DIFFERENT?

Some of the water in this tumbler traveled about 1300 miles to
roach Los Angeles, originating as snow which fell over a year ago in
the central Rocky Mountains. About 240 miles of this distance it was
pumped through the mamr—made ayueduct of tre Metropolitan Water
District. Without this water brought {from the Rockies and that brought
about 300 miles by Los Angales from the Owens Valley in the High
Sierras, our present pattera of agricultural and fadustrial development
right or wrong in Southern California would not have been possible.

One often hears the statement made, ''Water is different, it

makes possible the development of our region."” "Water makes the

desert bloom even as the rose.  We ure told that a larger aupply is
crucial for our continued existence in Southern California and that our
regional growth depencls upon having aven larger supplies available
from more distant sources. We hear that our present supply is
inadeyuate to meet our imminent 'needs'' and 'rejyuirements.’ As
responsible citizens, then, we fsel, or are told, that we should be
congerned with the developmaent of this so~called ''pricelese resource.
At the risk of oversimplificaticn, [ would like tc try first and
briefly to present somse principles -—— some ways of thinking about our

resources — which may assist your >wn analysis of local water problemes

and proposals. Subseyuently, I will try to apply these princip.es in
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evaluating the proposal for the inter—regional transfer of water from
Northern Cslifornia via the Feather RRiver Project, which iooms large
on our horizon.

"Water is different." Without water, you say, human existence
is ‘mpossible. Without water we would all die of thirst. Well, about
one ga.ion a day per person is essential for minimal human existence.
Troops in the field have existed for months at a tiin® _n this amount.

As living standards increase, we demand more and more water so that
at present in the Los Angeles area we demand an average of 170 gallons
per day per capita for all purposes — for households, for industry,

for agriculture.

But, food is equally important for our survival. Wichout at least
about 1600 calories a aay per capita we would eventually starve. The
time to die from starvation might be a little longer than from thirst,
but the end {s eyually sure.

Even {n beneficent Soutqern California, a certain amount of fuel
is necessary for survival, fue!l to keep warm, to cook, to transport goods.
Clothing is essential, t0o. You may get by in Southera alifornia clad in
shorts, but you'd better not move o the iast in theu. or you'd freeze to
desath.

F'he important point {s that a certain minimuin amount of many
resources is crucial for huiaan survival. These first incremen'e are
"priceless’’ in the samne sense as is the {irst increment of water. W\ aster

really isn't different in this way.
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Each of our families has a limited capability for purchasing goods
and services produced by others. Somo of us are just more limited in
these means. In modern society, this ability to swap goods and services
with others is repreasnted and mecwured b, that neat socisl invention —
money. If we have very little means, we wiil buy with money or with
our own labor at least ti» minimum survivai amounts of food, water,
clothing, and fuel. & . ¢ ..oduce more goods and services useful to
and decired by 2thers, we en.n more money and we can buy more or
better goods. At any one t‘me, the price we i for anything represents
the combined effects of the desires of others for that same commodity
and the supply of {t available for sale. Wi{th & supply of only one gallon
a day of water per head, we will pay a high price for this gallon. In
contrast after we havs bullt up our consumption of water to 170 gallons
a day per *sad, we will place a very low value on the 171st gallon and
not be willing to pay the aame high price for it as we would for the firs?,
or for the fifty~{first gallon. With our limited fami.y means, every
purchase rapress: ‘s other purchases foregone. Steak tonight means
beans and rice next week, a new Cadillac this year — no new mink stole,
etc. There are not many things we would rather have than the first
gallon of water a day. Tlhere are more things we would rather have
than the tifty—{irst gallon a day, and there are just lots and lots of things

we would rather have than the 171st gallon of water.
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Howgver, you maintain, "Water ia different!" If {t were not Zcr
water for irrigation our western agricalture would be umpossible. ''The
desert would nct bloom even as the rose.' Think carefully! Just pouring
water on the desert doesn't create food and fiber. Inputs of other resources
are also essential. Labor, power, fertilizer, seed, tools — all must be
used and combined with wate: to produce agricultural products. The lack
ol any of these inputs will cause the failure of a western farm. So, water
isn't unique in this respect.

We are told that euch new acre irrigated will earn $200 a yeua:,
create new jobs, and thereby contribute significantly to the developmaent
of our State. What is overlooked is that a similar size investment
elsewhere may actually earn much more and create more jobs than if
invested in provriding new water for agriculture. Generally these days,
agriculture is not willing or can’t afford to pay the full costs for providing
new i{rrigation water supply. Consequently, the taxpayers roake up the
difference in the form of s subsidy. [ the money used for this water
subsidy were left in the hands of the taxpayers, they could invest it in
more profitable enterprises or spend it for cominodities other than those
produced by the increased irrigation agriculture. e aiready have so
many surplus coricultural crops that they are coming out of our ears.

We can't find any more places to sto:re thein. We are even haviug
troubles giving them away. With so mu<h of our water development in

the hands of local and national govermunent agencies which are zubject fo
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politicel pressures, we must examine esch new water development
proposal carefully to assure curselvea "hat it is not just a disguised
ples for incriased subsidy by spacial intereat groups.

But, you say, '‘water is differsnt" in that it must be transported
long distences through large, very costly man—made works from other
regions. Some of our local water travels 1300 miles! The cosis and
planning required to obtain new water are beyond the abilities of
individuals and private organizations. Besides, we can't have competing
water companies with their lines running parallel tharough our city.

Water isn't really diffecant in these respects, either. For example,
private companies have speot over $8 billion dollars west of the Rockiss
alone laying new natural gas lines. Zome of the gas you burn now cornes
from El Paso, Texas. Some of {{ socon will coms from Cgnada. The
private corporation is a very efficient device for raising capital and
supplying your demands. The wool in your suit may have come from
Auastralia, tibe bacanes and pineapple (n your salad from Central America
and Hawaii, ‘he tocbacco in your clgaretie from North Carolina and Turtey,
the ccmponents of your car frorm Deiroit. All of thege commodities being
avellable when and as you wish thein without their having been financed
and planned for by the Government.

It len't usually efficient to nave parsllel gas, teisphone, or eleciric
lines sarving the same city, either, so, we have firms called public

utilities that furni. ~  services oo & maoopoiistic basis. For your
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protection the rates thcse so~called natural monopolies may charge you
are regulzted by public bodies. Up until now in Southern California

sll of our water has been supplied by locsl public and private utilities.
Thares has Leen no reason for the State to build and operste a water system
88 it now propores.

So far, no anique characieristics of watar appear. Indeed, it
takes some searching to locate the reasons why the problemns of water
supply may be different at all from thoae of other commodiiies. Why {t
is that a public organization iike the Chamber of Commerce feels called
upon to concern itself with water supply morse often than with the supply
of food, or clothing, or natural gas.

First, water exists partly as a store and partly as a flow with a
Jreat interdependence of use so that it hes been difficuit to extend
conventional private property rights to water. Thue, {f you own land,
you can generally use it or sell it as you see fit. But, if a river flows
across your land, yocu can't use the stream without conside:ation for the
rights of downstream p-operty owners. Similarly, since the beginning
of our nation, navigable streams have been under the control of the
Faderal Government, gnd could not become private property. Thus,
whethear we like it or not water has tended to becouse 8 common resource
inn law and therefore a field of activity ior local, #state, and Fedsral
guovernments. Under these circurmstances, then, it is particularly

sppropriate for public organizations as well as iniividuals to concern
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themselves with the use made of this resource by Goveramaent entiiies.

Tae means available to orr local, state, wad national governments
are limited, just as our ludividual family means are limited. The incomcs
of these government . which can be invested or spent comes primarily a»
taxes from each of us. Governments have no magic tonts of wealth from
which spring funds to be epeut on developing new water supplies. Each
sdditional expenditure by a government entity ir. which costs are not
returned results in that much less each of us cen spend or (nvest cs
individuals. In addition, each expezditure .n water development by a
goverament body, not recompenssed by the usern, reduces the amount
availadle for the government to spend for othar purposss — on «échools,
police protection, highways, hospitsls, medical research, otc.

Especially, we in California should be in: rested {n carefully
examining the socalled "master plen' for redistributing the waters ot
the State as prepared by the Department of Water Resources, and
designated ""The Californie Weter Plan. " This plan purports to ssiallish
areas where ‘surplus” water will exist in ths indoefinite future and what
areas will be 'deficient” in waies. It then engineers s msssive system
of dama sad aguedy~ts to collect the wate:r in the "surplus’ areas for
distribution to the “deficient” sraas. The total cests for this svatem i/
constructed would be over 13 biilion dollars.

Although the pla sixtes that souie of the proposed works may naver

be feasible and thus not construcied. and that in any svent noae of the
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works should be constructed until they are shown to be economically sound,
the State Government nonetheless is pushing for the early construction of
the first piece of the plan — T'he Feather River P vject. Al this in the
face of serious doubt as to the economic and f{inancial feasibility of this
3-billion dollar project and the willingness of the potential zustomers
to buy sny of the water at the very high prices which must be charged {f
the project is to come even close to paying its own way.

One and three quarters billion dollars to start the construction of
the Feathsr River Project are supposed to be obtained from the sale of
gene:al obligation bonds which the electorate must approve or disspprove
this Novembar. Note that l smphasize that this bond issue if approved
(and {f sold) will only pertially construct this project to dsliver northern
water to possible consumers in the south. Funds for the constructiion of
Oroville Dam (and possibly other dams) required 10 firm up deliveries to
Southern California are not included in this bond iasue, no: are funds
provided for the conatruction of iocal conveyance lines i digtribute the
water from the aqueduct to local wholesale agencies. Coats {or these
necessary featurea of the project, pius the pla. .=d South Bay Agyueduct,
will amount to at least ancther 1. : billion dollarc. Ostensibly the voters -
will be asked to approve additioual state and local bond {ssues to cover
these features i coming years.

This 19 the mos: costly water project ever pioposed. s {t flnanciadir

feasible’ [hese days one must firs: define wha' he :n-ans by the tern:
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"financially feasible.' The ''old~fashioned'' meaning is that the
beneficiaries of a project cun and will repay the costs of the project
with interest. The "modern’ meaning is, can bonds be sold to finance
the project, given sufficient contribution from the general taxpayer.
More specifically, can this amount in bonds be sold and if so wiil
they jsopardize the credit position of the State of California? One of
the more unfostinate features of this loose definition of finuncial
feasinility is that it does not relate at all to tha sconomic desirability
of a project. On this basis, a proposal to throw a billion silver dollars
of taxpayers' money into San Fraacisco Bay might be {inancially
feasible. It i8 noteworthy that even b, this undiscriminating criterion
there {s aerious doubt as to the financial feasibility of the Feather River
Project, and good reasons to believe that the financial position of the
State might be placad undser severe stress by tha projected financial
requirements.

Consider the following statement by the Joint Committee on Water
Problems ¢! the California Legislsture:

The present rate of bond sales will double the Siate's
bonded indebtednass within approximately four years and
thus bring it up among the top renking states in bonded
indebtedness per capita. The existing rate of increase in
the State's general obligation bond indebtednsss is presently
reaching problem proportions even without any bonds [ur

water projects.
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It thus can be seen that the financial position of the
State is not encouraging. Funds for water resources develop—
ment are being sought at a tirne when the State has a serious
general fund deficiency which does not finance its existing
programs. At the same time the State is already placing
general obligation bonds on the market at a rate which
requires careful management not to depress the market.
As the latest program to be added by thc State, water
resources development stands in an unfavorable position
with respect to funds. *

A simiiar reaction was expressed by t:2 Joint Legislative Tax
Committee of the California Legislature which stated that:

In recapitulation, California {n the 185960 fiscal
year finds itself on the brink of one of its most serious
{iscal crises. Govarnmental functions are being carried
out only at the cost of an ever wideuing gap between revenues
&nd expenditures. Available reserves are either dwindling
or have been commitied 8o as to leave no hope from this

quasier for substential budgetary aid beyond June, 1855. b

These statements by responsible State authorities indicate that
there is serious doubt whether Califoriia and its texpayers can efford
this project now, regardless of its economic worth. Butl, 18 this project
gconomic? Will {ts benefits exceed its coats over time: To determine

this from the Southern Celifornia view, let's look &t the unit costs to

-
Twelfth Partial ileport by the Joint Cominittee on W ater Problems,
March 24, 1938, California l.egislature, Sacramento, pages 12, 13.

"Report of the Joint Legislative Tax Committee, Senate, State of
California, May, 1859, page 40.
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deliver water here, based on the State's estimate o the project's
construction and operation costs and delivery achedule. We have
calculatad these unit costs at three discount rates, 3 1/2%, 6%, and

10%. Onu this basis, the unit costs for untreated water at the agueduct

in Southern California are:

$ 63 per acre foot at 3 1/2%

$105 per acre foot at 8%

$221 per acre foot at 10%.
These figures do not include an estimated cost of $7 an acre foot for
filtration for urban use or an estimated additional §15 an acre foot for
conveysaisce o agricultural users. We are thus considering the potential
sale of water costing at the micimum $70 to $78 an acre foot v holesale.
A very good cae® can be made that 6% >r even 10% are more appropriste
discount rates for & project {nvolving the risks and overoptimiastic
construction—cost estimates that inis one does. Alsc, these higher
discount rates are s better measure of the oppo~tunity value for resources
invested in the private sphera. We are, thereforn, really considering
an increment of water for Southern California which will c¢ust from $100
tc over $200 an scre foot, wholesale. Will this water rell here even at
the optimisiic pri:y of $70 to $78 an acre foot reyuired to cover costae”?
I believe the unswer {s an uncualified no. 1f thia project {8 constructed
now, the taxpayers will be required to pay a huge subsidy representing
the difference between the actual cost of the wster and the much lower

price at which {* can be sold.
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To obtain an apprsciation for this cost—price relationship, let's
look at Table I which shows the present sources of supply in this area
und their unit costs. The average cost of the l.os Angeles supply is
about $6 sn acre foot. The highest cost increment in this supply is
the 7% obtained from the MWD, which costs $25 an acre foot treated.
Agriculture in the area pays from $2 to about $30 an acre foot at the
head gate or well. (A few avocado growers in San Diego County pay

up to $90 an acre foot.) The highest retail price to households delivered

at the merer & $74 an acre foot in Los Angeles. Obviously, then, the
construction z{ the Teawner River Project into Scuthern California shouid
be delayed until prices for water in the aica rise to (he level required

to cover the project cost.

Does believing the construction of the Feather River Project is
unwise mean we are willing to see the deveiopment of Southern California
ceasc and the region return to desert” By rnc means. The water inputs
for turther devclopment can be obtained {n many aiteranative ways,
through economic realiocaticria of the present supply frorm lower to higher
valued uses, through increased utilization of our present supply by greater
recycliig and increased entrapi.ent, snd thrcugh technological developrients.
Supplies of water already {n use in the a: ea or avallable from fuiler use
of the Uolorado Aqueduct are sufficiant to support at least a 60% increase
in population and industry bevond the 1960 level. All this at water prices

palow the mos* optimistic Fea'har liver Proect cos's.
P J
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T le\ I
E:‘ ‘ _ EST I_LVIA U E.D PRE.SI’/\' T USE OF WA FER
%:' . - SOUTR C OAS'EAI; AREA
‘-) - . - E L | O i .1 N “"" -"A-
o Present W‘thdrawal o - Approx‘.mate B
s Water Source .3 . v. for Usge . = Whole;ale Cost
€3 i (Acreeet per vear) ($) per a cre~!oot
3 [Local surface ahd g"ound o ;g, N . . : ‘L
< water ({ucluding estimated.- e R T P T
s net overdraft) .. .. *;’_Y‘ 1,.,18 000 4.80 ~10.00
g‘) v L N . c‘;.' L' e .- N '.... .,
S Importcd wdter ot ' s
Los Angeles Aqueduit 4 % i+ « 320,000 . ~ 2,00
Colq'radu}l@iver Aqu'educt - ~ 707,000 - -12.00 - 25, 00(softened)
Total ' 2,245,000
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Then, too, there are additional sources of supply for the area
which have not been sericusly considered by the Stata planners.

Table 1l shows the possible additional amounts and approximate cost
range for these potential additional sources of supply for this region.

It appears that st less’ twice the amount of present withdrawals might

be obtained at costs less than for Feather River water. Indeed, it is
possible by the time in the future that this region exhausts some of the
other sources n{ water gshown in our Table II that technological improve—
ments in sea water conversion units may make this source compeatitive
with Feataer River water. There arv great uncertainties in the cost
es:i:uates for bcth of these sources.

In conclusion, [ hope I have persuaded you that water i not
4ifferent {from other resources in most of the ways it s often discussed.
It has no uniyue, nmgical properties b: {tself to create weaith, nor (o
cause the development of a region. Water 18 different in that features
of its supply, custom, and the development of water law have placed (t
l» gely in the public domain. Conseyuently, the development of new
supplies and its distribution {s of*en the responsibiiity of gov- ~nment
agencies. Fo: this reascn, special problei.e arise in the division of
the available supply aniong user categories and hetween regions.
Decisions {n these mati~rs are often made {n the poiitical arens insteac
of 1n the market place as with most othar resouices. Eve:n so, 1! (»

tmportant that the citizen<axpayer vecorn.e infornmed of the econnmnic
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| © . Table I
POSSIBLE . ADDITIONAL SOURCES OF SUPPLY
FOR THE SOUTH COASTAL AREA
o . Estimated Costs
Souree Annual Amount - per Acre—foot
L (Acre—feet) 3 8% | 10%
Colorado River ‘ K .
Aqueduct 500, 000 — 600,000 " | 23, 33 | 30, 40 | 43, 53
Additional Local : :
tintrapment 100, 000 20--45 | 24-785 |} 66126
Reduction in llocal
Evaporation 50, 000 10 10 10
{2 Reclarnation of .
Q  Sewage 350,000 — 500,070 | 15—30 | 20~40 , 25-50
¢y Purchase and Transport
from Adjolning Regions RNt e
€3 Owens-Mono 200, 000 A 28 45 74
Keru River 109, 000 — 400, 000 32 42 59
Colorado River 1,000,000 ©30 . 60 80
Feather River Project 1,800,600 63 105 221
Sea Water Conversion Irfinite 200 - 250
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aspects of water supply. Otharw.se, water development decisions by
govermurent agencies may result in the wasteful investment of our other
resources to produce more water. Large dams and lengthy aqueducts
for transferring water betwesa regions are not the only siternative

sources of increased water for our region. In fact, they may often be

tho most costly.




